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UMSOBOMVU MUNICIPALITY 

APPROVAL OF ANNUAL FINANCIAL STATEMENTS 

The annual financial statements set out on pages 5 to 25 were approved by the 

Chief Executive Officer / Municipal Manager on 29 August 2008 

and will be presented to Council for approval on 


MUNICIPAL MANAGER 


MANAGER: FINANCIAL SERVICES 
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UMSOBOMVU MUNICIPALITY 

MAYOR’S FOREWORD 

It is expected from a Municipality to provide defined services to the community as prescribed in the 
Constitution. National and Provincial Governments are enacted to have an executive and legislative 
authority over the rendering of municipal services and are therefore in a position to manage and 
control the fiscal power of the Municipality. 

Not withstanding the limited resources available to ensure sustainability in attending to our 
responsibilities, it is our duty to render services in a cost effective, sustainable and affordable 
manner to the communities. 

Although the latter half of the year under review has been very difficult from a financial and planning 
point of view, I am glad to report that the Council and its personnel were able to obtain more 
than acceptable results and to achieve most of the goals set. 

Perseverance in performance is the keystone of the municipal management processes and I am 
hopeful that we will be able to be sustainable in this regard. Challenges are not unbridgeable and 
we will continue to ensure sustainability in attending to our responsibilities which will always be an 
essential factor in the planning of a budget that enhance established municipality’s assets, 
infra-structure and properties. 

In conclusion I would like to express my appreciation to the Council, Municipal Manager, 
Departmental Heads and all other personnel for their support, co-operation and hard work during the 
past year. 

Thank you 


CouncillorNL HERMANS 

MAYOR 
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REPORT OF THE AUDITOR GENERAL 
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UMSOBOMVU MUNICIPALITY 


REPORT OF THE TREASURER 

1. Introduction 

It is my pleasure to present an overview of the operating results for the year ended 30 June 2008. The surplus 
of R52 196 for the year resulted in an accumulated surplus to the amount of R7 608 125. 

• Debtors 

1.1 Trade debtors increased from R35 914 825 to R40 988 004, an increase of R5 073 179 (14,1%). The 
provision for bad debts amounted to R1 1 273 548. 

1 .2 Sundry debtors decreased from R5 496 505 to R3 925 664, a decrease of R1 570 841 . 

• Bank 

The bank overdraft decreased with R6 567 517 from R2 626 221 to a positive balance of R3 941 296. 

2. Operating results 



Actual 

2007 

R 

Actual 

2008 

R 

Variance 

2007/2008 

% 

Budget 

2008 

R 

Variance 

actuai/budget 

% 

Income 






Opening surplus 

8 404 691 

7 651 200 




Operating income for the year 

34 887 175 

38 570 380 

10.56% 

40 334 978 

-4.37% 

Appropriations 

- 

- 




Closing deficit 

- 

- 


- 



43 291 866 

46 221 580 


40 334 978 


Expenditure 






Closing deficit 

- 

- 




Operating expenditure for the year 

34 803 176 

38 518 184 

10.67% 

40 334 978 

-4.50% 

Appropriations 

837 490 

95 270 




Closing surplus 

7 651 200 

7 608 125 


- 



43 291 866 

46 221 580 


40 334 978 



2.1 Rates and General Services 



Actual 

2007 

R 

Actual 

2008 

R 

Variance 

2007/2008 

% 

Budget 

2008 

R 

Variance 

actuai/budget 

% 

Income 

22 453 015 

26 037 793 

44% 

31 227 621 

-16.62% 

Expenditure 

24 951 893 

26 559 815 

27% 

35 771 622 

-25.75% 

Surplus(Deficit) 

-2 498 878 

-522 022 


-4 544 001 


Surplus(Deficit) as % from income 

-11.13% 

-2.00% 


-14.55% 
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2.2 Trading services : Eiectricity 



Actual 

2007 

R 

Actual 

2008 

R 

Variance 

2007/2008 

% 

Budget 

2008 

R 

Variance 

actuai/budget 

% 

Income 

7 880 441 

7 709 747 

9% 

9 388 117 

-17.88% 

Expenditure 

6 776 993 

7 557 939 

7% 

7 735 974 

-2.30% 

Surplus(Deficit) 

1 103 448 

151 808 


1 652 143 


Surplus(Deficit) as % from income 

14.00% 

1.97% 


17.60% 



2.2 Trading services : Water 



Actual 

2007 

R 

Actual 

2008 

R 

Variance 

2007/2008 

% 

Budget 

2008 

R 

Variance 

actuai/budget 

% 

Income 

4 553 719 

4 822 839 

24% 

6 708 384 

-28.11% 

Expenditure 

3 074 290 

4 400 430 

34% 

3 816 525 

15.30% 

Surplus(Deficit) 

1 479 429 

422 410 


2 891 859 


Surplus(Deficit) as % from income 

32.49% 

8.76% 


43.11% 



3. Capital expenditure and financing 

Expenditure on fixed assets during the year amounted to R5 482 159 compared to R554 866 the previous year. The 
actual expenditure thus indicated is 12,76% less than the amount budgeted for. 

The actual amount of R150 172 funded from own sources, is 23,9% less than the budgeted amount. 

The expenditure consists of the following: 



Actual 

Budget 

Actual 


2007 

2008 

2008 


R 

R 

R 

Electricity 

109 780 

1 280 000 

307 328 

Water 

329 341 


64 225 

Cleansing 


4 857 000 

2 122 725 

Council 


85 000 

2 573 200 

Land and buildings 



264 509 

Health 


5 000 

- 

City Treasurer 

5 965 

57 200 

150 172 

Public works 

109 780 


- 

Other 




Total 

554 866 

6 284 200 

5 482 159 


Sources used to financed fixed assets 



Actual 

Budget 

Actual 


2007 

2008 

2008 


R 

R 

R 

Contributions from: 




External Loans 

132 930 

- 

579 039 

Other 

- 

- 

- 

Grants and subsidies 

- 

6 087 000 

2 387 234 

Operating income 

5 965 

197 200 

150 172 

Total 

5 965 

6 284 200 

3 116 445 
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4. External Loans, Investments and Cash 


On 30 June 2008 external loans amounted to R3 359 495 (R1 773 594 in 2007). During the year, loans totalling R580 912 
were repaid. 

Investments and cash on hand at 30 June 2008 amounted to R691 801. At 30 June 2007 it amounted to R632 134. 

More information regarding loans and investments are disclosed in notes 4 and 7 and appendix B to the financial 
statements. 

5. Funds, Reserves and Provisions 

More information regarding funds and reserves are disclosed in notes 1 to 2 and appendix A to the financial 
statements. 

The provision for leave was decreased during the year by R143 777 and the balance is R760 790. Leave payments of 
R60 280 were made during the year. 

6. Appreciation 

I would like to express my appreciation to the Mayor and Councillors, the Municipal Manager and Heads of the 
Departments for the support they have given me and my staff and in particular to the local representatives of the 
Auditor-General. 



DTVISAGIE (JIMFO) 
FINANCIAL MANAGER 
30 August 2008 
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UMSOBOMVU MUNICIPALITY 


ACCOUNTING POLICIES 

1. Basis of presentation 

1.1 These financial statements have been prepared so as to conform to the standards laid 
down by the Institute of Municipal Treasurers and Accountants in its Code of Accounting 
Practice (1997) and Report on Published Annual Financial Statements (Second edition - 
January 1996). 

1.2 The financial statements are prepared on the historical cost basis, adjusted for fixed 
assets as more fully detailed in Accounting Policy note 3. The accounting policies are 
consistent with those applied in the previous year, except if otherwise indicated. 

1 .3 The financial statements are prepared on the accrual basis as stated:- 

- Income is accrued when measurable and available to finance operations. Certain direct 
income is accrued when received, such as traffic fines and certain licences. 

- Expenditure is accrued in the year it is incurred. 

2. Consolidation 

The financial statements include the Rate and General services, Trading services and the 
different funds, provisions and reserves. 

3. Fixed assets 

3.1 Fixed assets are stated:- 

- at historical cost: or 

- at valuation (based on the market price at date of acquisition), where assets have been 
acquired by grant or donation, while they are in existence and fit for use, except in the 
case of bulk assets which are written off at the end of their estimated life as determined 
by the Treasurer. 

3.2 Depreciation 

The balance shown against the heading "Loans Redeemed and Other Capital Receipts" 
in the notes to the balance sheet is tantamount to a provision for depreciation, however, 
certain structural differences do exist. Apart from advances from the various council funds 
assets may also be acquired through: 

Appropriations from income, where the full cost of the asset forms an immediate and 
direct charge against the operating income, and therefore it is unnecessary to make 
any further provision for depreciation. 

Grants or donations, where the amount representing the value of such grant or donation 
is immediately credited to the "Loans Redeemed and Other Capital Receipts" account. 

3.3 All net proceeds from the sale of fixed property are credited to the Revolving Fund. 

3.4 Fixed assets are financed from different sources, including external loans, operating 
income and internal advances. These loans and advances are repaid within the estimated 
lives of the assets acquired from such loans or advances. Interest is charged to the 
service concerned at the ruling interest rate applicable at the time that the advance is 
made. 
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4. Funds and reserves 


4.1 Maintenance Fund 

Appropriations are made on an annual basis from the operating account to the maintenance 
fund to make provision for necessary maintenance to assets. 

5. Provisions 

Provisions are created for liabilities or contingencies which are known at the preparation 
of the balance sheet but where the particular amounts cannot be ascertained with 
reasonable certainty. 

Provision for bad debt applies to operating capital and is regarded as a deduction 
from the assets. 

6. Retirement benefits 

Umsobomvu and its employees contribute to SALA, Cape Joint Pension- and Retirement fund, 
SAMWU and Imatu, all of which provide retirement benefits to such employees. 

Contributions to the funds are shown as operating expenses under salaries and wages. 

The retirement benefit plan is subject to the Pension Funds Act. 1956 with pensions being 
calculated on the final pensionable remuneration paid. Current contributions are charged against 
operating income on the basis of current service cost. 

The funds to which the Municipality contributes are multi-employer funds and actuarial valuations 
are only done on the funds in it's entirety. Valuations for Umsombomvu's portion is thus not available. 

7. Surpluses and deficits 

Any surpluses or deficits arising from the operation of the Electricity- and Water services are 
transferred to Rates and General services. 

8. Treatment of administration and other overhead expenses 

The cost of internal support services are transferred to the different services in accordance 
with the Institute Report on Accounting for Support Services (1990). 

9. Investments 

Investments are shown at the lower of cost or market value if a permanent decline in the value 
occurred, and are invested as per Circular no.1 of 1989, issued by the Provincial Legislature. 

10. Income recognition 

10.1 Electricity and Water Billings 

All meters are read monthly. When a meter can not be read, a interim billing were made 
based on average consumption. Income were recognised when the meter were read or 
when the billing were made. 

1 0.2 Assessment Rates 

Assessment rates were made calculated on the valuation of the land and buildings according to 
the Municipal Ordinance, 20 of 1974. 

1 0.3 Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is 
recognised when payment is received. 
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UMSOBOMVU MUNICIPALITY 
BALANCE SHEET AS AT 30 JUNE 2008 


Note 2007/2008 2006/2007 

R R 

CAPITAL EMPLOYED 


FUNDS AND RESERVES 


7 589 444 

7 525 506 

Statutory funds 

1 r 

7 545 290 r 

7 481 352 

Reserves 

2 L 

44 154 1 

44 154 

RETAINED SURPLUS 

16 

7 608 125 

7 651 200 



15 197 569 

15 176 706 

TRUST FUNDS 

3 

13 481 707 

5 345 349 

LONG-TERM LIABILITIES 

4 

3 359 495 

1 773 594 

CONSUMER DEPOSITS 

5 

477 555 

448 338 



32 516 326 

22 743 987 

EMPLOYMENT OF CAPITAL 

FIXED ASSETS 

6 

3 843 282 

1 477 568 

LONG-TERM DEBTORS 

8 

24 335 

29 335 



3 867 617 

1 506 903 


NET CURRENT ASSETS 


28 648 709 

21 237 084 

CURRENTASSETS 


39 211 006 

32 847 965 

Debtors 

9 

33 640 120 

32 036 623 

Short-term Investments 

7.2 

690 721 

631 054 

Bank and Cash 


4 880 165 

180 288 


CURRENT LIABILITIES 10562297 11 610882 


Credltors 

11 

7 892 089 


7 769 109 

Provislons 

10 

760 790 


904 566 

Long-term liabllltles: Short-term portlon 

4 

970 549 


130 698 

Bank overdraft 


938 869 


2 806 508 


32 516 326 22 743 987 
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UMSOBOMVU MUNICIPALITY 

INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2008 


2006/2007 

Actual 

Income 

R 

2006/2007 

Actual 

Deflcit 

R 

2006/2007 

Surplus/ 

Deficit 

R 


2007/2008 

Actual 

Income 

R 

2007/2008 

Actual 

Expenditure 

R 

2007/2008 

Surplus/ 

(Deficit) 

R 

2007/2008 

Budget 

Surplus/(Deficit) 

R 

22 453 015 

24 951 893 

(2 498 878) 

RATES AND GENERAL SERVICES 

26 037 793 

26 559 815 

(522 022) 

(3 202 206) 

16 049 714 
63 941 

6 339 360 

18721 116 

1 664 127 

4 566 650 

(2 671 402) 
(1 600 186) 
1 772 710 

Community services 

Subsidised services 

Economic services 

18 780 616 
327 032 

6 930 145 

20 598 820 

1 752 423 

4 208 573 

(1 818 203) 
(1 425 392) 

2 721 572 

(3 682 808) 
(1 433 130) 

1 913 732 

- 

- 

- 

HOUSING SERVICES 

- 

- 

- 

- 

12 434 160 

9 851 283 

2 582 877 

TRADING SERVICES 

12 532 587 

1 1 958 368 

574 218 

3 202 207 

34 887 175 

34 803 176 

83 999 

TOTAL 

38 570 380 

38 518 184 

52 196 

- 


(837 490) 

Appropriations for the year (refer note 1 7) 

(95 270) 

(753 491) 

Net Surplus/(Deficit) for the year 

(43 075) 

8 404 691 

Accumulated Surplus/(Deficit) beginning of the year 

7 651 200 

7 651 200 

ACCUMULATED SURPLUS AT THE END OF THE YEAF 

7 608 125 
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UMSOBOMVU MUNICIPALITY 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2008 


CASH RETAINED FROM OPERATING ACTIVITIES 

Cash generated by operations 

Investment income 
Increase in working capital 

Less: External interest paid 

Cash available from operations 

Cash contributions from public and State 

CASH UTILIZED IN INVESTING ACTIVITIES 

Investment in fixed assets 

(Increase) / Decrease in long-term debtors 

NET CASH FLOW 

CASH EFFECTS OF FINANCING ACTIVITIES 

(Decrease)/lncrease in long-term loans 
(Increase) / Decrease in cash investments 
(Increase) / Decrease in cash 

NET CASH (GENERATED)/UTILISED 


Note 2007/2008 2006/2007 

R R 

6 562 144 (1 847 736) 



AppendixC (2 365 713) (415 971) 


8 

5 000 

6 000 


4 201 431 

(2 257 709) 

19 

2 425 752 

727 694 

20 

(59 666) 

80 582 

21 

(6 567 517) 

1 449 433 


(4 201 431) 

2 257 709 


12 





UMSOBOMVU MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE 2008 


2007/2008 

R 


1. Statutory funds 

7 177 227 
364 134 
3 929 


7 545 290 

(Refer to Appendix A for more details) 

2. Reserves 

Kuyasafund 44 154 


44 154 

(Refer to Appendix A for more details) 


3. Trust funds 


Sport complex fund 1 199 989 

Electricity upgrade fund 42 049 

Housing renewal: Ouboks 1 477 651 

Drought relief fund 655 531 

Noupoort roofs fund 6 1 32 

Municipal infrastructure grant 2 084 004 

Masaphakame 249 rectification fund 1 584 286 

Chris Hani Vula Housing fund 5 384 560 

Bassha housing fund 

Noupoort 49 houses Eurekaville fund 558 870 

DBSA BTW: Voertuie 488 634 


13 481 707 

(Refer to Appendix A for more details) 


Revolving fund 
Housing development fund 
Maintenance fund 


4. Long-term Liabilities 

External Loans 

Development Bank of South Africa 
Sanlam 

Less: Current portion transferred to current liabilities 970 549 

3 359 495 

(Refer to Appendix B for more details) 

External loans are from various Government and Government approved 
institutions and are repayable between 5 and 30 years. The loans also bear 
interest of 1 5% and are unsecured. 

5. Consumer Deposits 

Electricity and water 

Balance at the beginning of the year 448 338 

Net of new/(refunded) deposits 29 21 7 

Balance at the end of the year 477 555 


4 330 044 
3 834 023 
496 022 


2006/2007 

R 


7 113290 
364 1 34 
3 929 

7 481 352 


44 154 


44 154 


842 273 
137 328 

155 531 
47 352 
746 966 

365 442 
3 050 457 


5 345 349 


1 904 292 
1 328 205 
576 087 
130 698 
1 773 594 


428 570 
19 768 

448 338 
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UMSOBOMVU MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE 2008 

2007/2008 2006/2007 

R R 


6. Fixed Assets 


Fixed Assets at the beginning of the year 

56 

816 

797 

56 

261 

931 

Fixed Assets acquired during the year 

5 

482 

159 


554 

866 

Less: Fixed Assets written off, transferred or sold 



- 



- 

Total fixed assets 

62 

298 

956 

56 

816 

797 

Less: Loans redeemed and other capital receipts 

58 

455 

674 

55 

339 

229 

Net Fixed Assets 

3 

843 

282 

1 

477 

568 


Motor vehicles was bought on which VAT was paid. The amount taken up as long-term liabilities therefore 
exceeded the actual assets purchased. The VAT was claimed back and is currently shown as a trust fund. The 
outstanding long-term liabilities are represented by net assets and the DBSA BTW Voertuie trust fund. 

(Refer to Appendices A&Cfor more information). 


7. Investments 

Unlisted investments 


7.1 Long term investments 

- 

- 

7.2 Short term investments 

690 721 

631 054 


690 721 

631 054 

Management's valuation of unlisted investments 

690 721 

631 054 

Average rate of return on investments 

5,26% 

6,52% 

Circular number 25 issued by the Provincial Legislature requires local authorities to invest 
funds, which are not immediately required, with prescribed institutions and the period 
should be such that it will not be necessary to borrow funds against the investments at a 


plenary rate to meet commitments. 



No investments were written off during the year. 



No investments have been pledged as security for any funding facilities of the council. 


8. Long-term debtors 



Gholf club 

24 335 

29 335 

Less: Short-term portion 




24 335 

29 335 

9. Debtors 



Consumer debtors 

40 988 004 

35 914 825 

Suspense debtors 

Sundry debtors 

3 925 664 

5 496 505 


44 913 667.83 

41 411 330 

Provision for bad debts 

(1 1 273 548) 

(9 374 707) 


33 640 120 

32 036 623 


14 



A total amount of R27,109.21 was written off as bad debt during the year. This was made up of three debtors. 
Debtors days outstanding: 581 


518 
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UMSOBOMVU MUNICIPALITY 



NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE 2008 




2007/2008 

2006/2007 



R 

R 

10. Provisions 




Leave provision 


760 790 

904 566 



760 790 

904 566 

11. Creditors 




Trade creditors 


1 531 183 

1 055 338 

Sundry creditors 


846 706 

2 329 160 

VAT - suspense 


5 514 201 

4 384 61 1 

Advance payments 


- 

- 



7 892 089 

7 769 109 

12. Assessment Rates 

Property 

Actual 

Actual 


Valuation on 

Income 

Income 


2006107101 

200712008 

200612007 

Residential and Commercial 

163 103 328 

2 384 935 

2 208 356 

Government 

1 5 643 550 

351 980 

325 920 

Taxable values 

178 746 878 

2 736 915 

2 534 276 

Taxable property 

165 942 978 



Non - taxable property 

12 803 900 



Valuations on land are performed every four years and the last general valuation came into 


effect on 01 July 2006. 




The basic rate was 1 ,6c per rand (1 ,5c/R - 2007) on the value of improvements. Government 


properties are levied at a rate of 2,25c per rand (2,1c/R 

- 2007) on the value of improvements ai 


a rebate of 20% was qranted on these properties. 




13. Councillors' Remuneration 




Mayor's allowance 


498 080 

528 1 33 

Councillors' allowance 


1 292 563 

1 476 966 

Councillors' pension and medical aid contributions 


- 

- 



1 790 643 

2 005 099 

Salaries, allowances and benefits paid to political office bearers and councillors, were within 
the upper limits of the framework envisaged in section 219 of the Constitution. 


None of the councillors had any amounts in arrears for rates and services, at any stage 
during the year, exceeding 90 days. No disclosure as required in terms of section 124(1 )(b) 


of the MFMA is therefore necessary. 




Managers' Remuneration 

Municipal Manager 


567 000 

Vacant 

Chief Financial Officer 


460 769 

428 982 

Manager: Corporate Services 


Vacant 

386 755 

Manager: Community Development 


460 769 

428 982 

Manager: Technical Services 


500 000 

Vacant 

14. Auditors' Remuneration 




Services rendered 


575 315 

421 278 
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UMSOBOMVU MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE 2008 



2007/2008 

2006/2007 

15. Financial transactions 

R 

R 

Total external Interest earned or pald 

interest earned 

782 372 

698 755 

Interest paid 

(258 351) 

(153 990) 

Capltal charges deblted to operatlng account 

Interest: External 

(258 351) 

153 990 

Interest: Internal 

- 

- 

Redemption: External 

(595 280) 

114 917 

Redemption: Internal 

- 

- 


(853 631) 

268 907 


16. Retained Surplus 


Appropriations 


Accumulated surplus at the beginning of the year 

7 651 200 


8 404 691 

Surplus for the year 

52 195.80 


83 999 

Appropriations for the year 

(95 270) 


(837 490) 

Adjustment to leave provision 

83 497 


- 

Prior year adjustments 

(228 875) 


(837 490) 

Unidentified difference 

50 108 


" 

Accumulated surplus at the end of the year 

7 608 125 


7 651 200 

Operatlng account 

Fixed assets 

150 172 


554 866 

Contributions to: 

Housing development fund 

Provision for bad debt 

(1 898 841) 


(2 000 000) 

Provision for leave 

143 777 


25 260 


(1 604 892) 


(1 419 874) 


PRIOR YEAR ADJUSTMENTS 

Material adjustments included the following: 

- a credit relating to the correction of suspense accounts for salary deductions; 

- a credit relating to the correction of payments from the traffic bank account which had timing issues 
around the beginning and end of the period; 

- a debit which forms part of a payment agreement to SALA as a result of percentage change in 
contributions for Council. 

- a debit relating to the provision of prior year creditors. 

A few immaterial adjustments were made that related to insurance deductions on certain employees' 
salaries, electricity deposits, RD cheques, expired cheques and prior year long-term loan balances. 
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UMSOBOMVU MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE 2008 


17. Cash generated by operations: 


2007/2008 

R 


2006/2007 

R 


Surplus/(deficit) for the year 
Adjustments in respect of previous years 
Appropriations charged against income 

- Adjustment to leave provision 

- Unknown adjustments 

- Housing development fund 
Capital Expenditure 

• Interest paid 

- Internal funds 

- External loans 

• Redemption paid 

- Redemption: Internal 

- Redemption: External 


52 196 83 999 

(228 875 ) (837 490 ) 

133 605 206 000 



Grants and subsidies received from the State 

Non operating income 

- Contributions to funds 
Non operating expenditure: 

- Debited to funds 

- Debited to provisions 

- Internal investment income 

- Debited to long-term liabilities 


18. Changes in working capital 

(lncrease)/Decrease in Stock 
lncrease/(Decrease) in Consumer Deposits 
(lncrease)/Decrease in Debtors 
lncrease/(Decrease) in Creditors 


19. Movement in long-term loans (External) 

Loans raised 
Less: Loans repaid 


20. Movement in external investments 

Investments made 
Investments realised 


21. Movement in cash on hand 

Bank balance - Beginning of the year 
Less: Cash balances at the end of the year 


(13 155 391 ) 

(9 906 114 ) 

24 764 664 



(122 491 ) 

(16 628 306 ) 

- 

(143 777 ) 

(25 260 ) 

(782 372 ) 

(698 755 ) 

(580 912 ) 

“ 

(5 665 968 ) 

(10 989 294 ) 


8 049 

29 217 

19 768 

(1 603 497 ) 

(2 553 941 ) 

122 980 

1 216 803 

(1 451 300 ) 

(1 309 321 ) 

3 006 664 

975 625 

(580 912 ) 

(133 014 ) 

2 425 752 

842 61 1 


59 666 80 582 


59 666 

80 582 

(2 626 221 ) 

(1 176 787 ) 

3 941 296 

(2 626 220 ) 

(6 567 517 ) 

1 449 433 
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UMSOBOMVU MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE 2008 


22. Retirement Benefits 


2007/2008 

R 


2006/2007 

R 


The officials are members of SALA, Cape Joint Pension- and Retirement fund, Samwu and Imatu. 

These are multi-employer funds for which actuarial valuations would have been done in total. Such actuarial 
valuations for only Umsobomvu's portion are therefore not available. 

23. Contingent liabilities and contractual obligations 

Litigation by Komanisi against the Municipality for the loss of income and stock on a housing project that was 
taken away from them by the Department. The amount is estimated at approximately R5 million, but the possible 
outcome of the case is still uncertain. 


Litigation by Mr P Van Wyk against the Municipality for alleged damage to a lusern crop because of overflowing 
sewerage dams. The amount is estimated at apporximately R900,000, but the possible outcome is still uncertain. 

A number of employee related cases are also ongoing with the claimants claiming unfair dismissal and unilateral 
demotion. 


24. Capital commitments 

Commitments in respect of capital expenditure: 

- Approved and contracted for 

- Approved and not yet contracted for 

This expenditure will be financed from: 

- Internal sources 

- External sources 

Provincial government 
District council 


1 442 732 


1 442 732 


1 442 732 
1 442 732 


1 442 732 


25. Revolving fund 

7 113 290 
(631 054) 
6 482 235 

26. Fees, taxes, levies and contributions paid 

Contributions to organised local government 90 426 


Outstanding advances to borrowing services 

Accumulated fund 7 177 227 

Less: External investments (690 721) 

6 486 506 

(Refer to Appendices A and B for more detail) 


Payment for Year Arrears at Year 

End 


Audit Fees 

575 315 

12 975 

RSC Levy 

- 

- 

Skills Development Levy 

134 797 

38 824 

SALGBC Levy 

- 

- 

PAYE 

1 501 592 

- 

UIF 

118 229 

- 

Pension Contributions 

1 247 013 

- 

Medical Aid Contributions 

395 312 

- 

TOTAL 

3 972 258 

51 799 
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UMSOBOMVU MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE 2008 


27. Material losses, irregular orfruitless and wasteful expenditure 

Alleged misappropriation of funds by an employee occurred in the Noupoort office. The amount was R1 1 , 395. 1 7 
and was recovered from the employee's salary. The employee also resigned. Notice was given to the Auditor 
General in this regard. 


28. Bank accounts and balances 


Balance per bank statement 


Account name 

Umsobomvu Municipality 
Umsobomvu Municipality 
Umsobomvu Municipality 
Umsobomvu Municipality 


29. Investment balances 

Account name 

Bad debt 
Insurance 

Ithuba Sport Development 
Housing Development 
Capital Replacement 
Capital Replacement 
Capital Replacement 
Capital Replacement 


Type of account Bank 


Cheque account 
Cheque account 
Cheque account 
Cheque account 


Type of account 

2063-506-948 

2063-506-891 

288901835 

2063-504-205 

288901606 

2063-506-922 

2889 01541-00 

74107295062 


ABSA 

ABSA 

ABSA 

Standard Bank 


Account 

number 

2440000005 

4048569119 

4052875289 

280412835 


Bank/ 

Institution 

ABSA 

ABSA 

Standard Bank 
ABSA 

Standard Bank 
ABSA 

Standard Bank 
FNB 


2008 

2007 

89 143 

(1 701 108) 

2 005 

21 737 

4 701 810 

1 211 127 

314 633 

78 240 

5 107 591 

(390 005) 

Balance at 30 

Balance at 30 

June 2008 

June 2007 

21 013 

19 284 

1 833 

1 699 

32 491 

29 933 

251 678 

229 546 

72 923 

66 848 

1 59 300 

145 291 

1 30 383 

118 751 

21 099 

19 702 

690 721 

631 054 


30. MFMA Compliance 

The municipality did not comply with the following sections of the Municipal Finance Management 
Act, 2003 (Act No. 25 of 2003): 


No audit committee existed for the year as required by section 166(1 ). 
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UMSOBOMVU MUNICIPALITY 


APPENDIX A 


Accumulated Funds, Trustfunds, Reserves and Provisions 



Balance at 

Open. balance 

Contributions 

Interest on 

Other 

Written off during 

Expenditure 

Balance at 


2007/06/30 

Difference 

during the year 

investments 

Income 

the year 

during the year 

2008/06/30 


R 

R 

R 

R 

R 

R 

R 

R 

Statutory Funds: 









Revolving fund 

7 113 290 

- 

- 

63 938 


- 

- 

7 177 227 

Housing development fund 

364 134 

- 

- 

- 


- 

- 

364 134 

Malntenance fund 

3 929 

- 

- 

- 


- 

- 

3 929 


7 481 352 

- 

- 

63 938 


- 

- 

7 545 290 

Reserves: 









Kuyasa funds 

44 154 

- 

- 

- 


- 

- 

44 154 


44 154 

- 

- 

- 


- 

- 

44 154 

Trust Funds: 









Sport complex fund 

842 273 

_ 

471 799 

_ 


_ 

114 083 

1 199 989 

Electrlclty upgrade fund 

137 328 

- 

- 

- 


- 

95 278 

42 049 

Houslng renewal: Ouboks 

- 

891 470 

5 558 664 

- 


- 

4 972 483 

1 477 651 

Drought relief fund 

155 531 

- 

500 000 

- 


- 

- 

655 531 

Noupoort roofs fund 

47 352 

- 

203 890 

- 


- 

245 110 

6 132 

Municipal infrastructure grant 

746 966 

- 

5 335 340 

- 


- 

3 998 302 

2 084 004 

Masaphakame 249 rectification fund 

- 

1 100 000 

4 774 540 

- 


- 

4 290 254 

1 584 286 

Chris Hani Vula Housing fund 

365 442 

1 058 988 

5 992 614 

- 


- 

2 032 483 

5 384 560 

Bassha housing fund 

3 050 457 

(3 050 457) 

- 

- 


- 

- 

- 

Noupoort 49 houses Eurekaville fund 

- 

- 

1 439 182 

- 


- 

880 312 

558 870 

DBSA BTW: Voertuie 

- 

- 

488 634 

- 


- 

- 

488 634 


5 345 349 

- 

24 764 664 

- 


- 

16 628 306 

13 481 707 











12 870 855 

- 

24 764 664 

63 938 


- 

16 628 306 

21 071 151 


Amounts for certain projects were previously shown as creditors. These projects were , more appropriately, re-classified as trust funds during the current year. The opening balances 
shown for trust funds resulted from this re-classification. 
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UMSOBOMVU MUNICIPALITY 
APPENDIX B 

External Loans and Internal Advances 

Balance at Received during Redeemed / write Balance at 
30/06/2007 the year off during the year 30/06/2008 

R R R R 

EXTERNAL LOANS 
Development Bank of South Africa 

Vehicle loan @ 1 5% (01 1 0 01 01 01 04 001 ) 975 625 3 006 664 461 893 3 520 396 

Water loan @ 1 5% (01 60 01 01 01 03 001 ) 352 580 38 954 31 3 627 

Sanlam (01 1 0 01 01 01 02 001 ) 576 087 80 065 496 022 

TOTAL EXTERNAL LOANS 1 904 292 3 006 664 580 912 4 330 044 
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UMSOBOMVU MUNICIPALITY 


Expenditure 

2007 

R 


115 745 
115 745 


109 780 


5 965 


[ 


439 121 
439 121 
329 341 
109 780 


554 866 

138 895 
138 895 
132 930 
5 965 


415 971 


APPENDIXC 

ANALYSIS OF FIXED ASSETS 


Budgeted 

2008 

R 


Balance Expenditure Written off/ 

2007 2008 transferred 

R R R 


Rates and General Services 

Community Services 

Municipal Manager 
Swimming pool 
Caravan park 
Auction 

Land and buildings 
Kuyasa assets 
Lowryviiie assets 
Public works 
Communai 
Council 
Treasury 

Subsidised services 
Health 

Parks and recreation 

Economic services 
Traffic & Licenses 
Cieaning 


Housing services 

Economic Housing 


Trading services 

Water 

Electricity 


TOTAL FIXED ASSETS 

Less; Loans redeemed and other capital receipts 

Loans redeemed and advances paid back 
Contributions ex operating income 
Grants and subsidies 
General capitai 


NET FIXED ASSETS 


5 004 200 


41 164 229 



1 280 000 


1 280 000 


33 929 792 


4 

860 

005 


14 

720 


19 

104 


4 

811 

10 

730 

598 

10 

627 

854 

1 

812 

032 

5 

675 

356 


179 

347 


5 

965 

1 

210 

852 


832 

456 


378 

396 

6 

023 

585 


51 

593 

5 

971 

992 


12 825 156 
2 827 412 


55 339 229 


55 339 229 


14 830 729 
3 656 673 
23 790 123 
13 061 704 


1 477 568 


2 987 881 


2 573 200 
150 172 


2 122 725 


2 122 725 


60 000 000 


- 


- 


- 

1 60 000 000 1 


1 -1 


1 -1 


1 -1 









64 225 
307 328 


3 116 445 


3 116 445 


579 039.24 
150 172 
2 387 234 


2 365 713 


Balance 

2008 

R 


46 274 835 
36 917 673 


4 860 005 

14 720 
19 104 
4 811 
10 995 107 
10 627 854 

1 812 032 

5 675 356 
179 347 

2 573 200 
156 137 


1 210 852 


832 456 
378 396 


8 146 310 
51 593 
8 094 717 


16 024 121 
16 024 121 
12 889 381 
3 134 740 


62 298 956 

58 455 674 
58 455 674 
15 409 768 
3 806 845 
26 177 356 
13 061 704 


3 843 282 





UMSOBOMVU MUNICIPALITY 


APPENDIX D 

Analysis of Operating Income and Expenditure for the year ended 30 June 201 

Actual Actual 

2007 2008 

R R 

Income 


9 906 114 Subsidies 13 155 391 


9 906 114 

Equitable share 

11 507 391 


Government and Provincial grants 

1 648 000 

24 981 062 

Operating income 

25 414 989 

2 534 276 

Assessment rates 

2 736 915 

4 329 346 

Sale of water 

4 553 825 

7 074 140 

Sale of electricity 

6 751 925 

1 1 043 300 

Other income 

1 1 372 323 




34 887 176 

Total income 

38 570 380 



Expenditure 


15 146 247 

Salaries, wages and allowances 

16 300 267 

14 557 885 

General expenses 

16 166 268 

4 970 662 

- Bulk electricity 

5 235 287 

171 171 

- Bulk water 

164 854 

9 416 052 

- Other general expenses 

10 766 127 

2 624 172 

Repairs and maintenance 

3 150 733 

268 907 

Capital charges 

853 631 

5 965 

Contributions to fixed assets 

150 172 

2 200 000 

Contributions 

1 897 112 

34 803 176 

Gross Expenditure 

38 518 184 
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